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THE WINNIPEG GRAIN EXCHANGE. 



Questionnaire received J rem the Royal Grain 
Inquiry Commission May 1 6th, 1921.. 

The Secretary, 

Grain Exchange, 
Winnipeg, Man. 

Sir:— 

I am instructed to secure from you certain informa- 
tion, and to say that the Commission would be very much 
obliged if you would answer the following questions in 
connection with your Institution. 

In order that the work of the investigation may pro- 
ceed as expeditiously as possible, the Commission con- 
sider that the information which the questions wiU 
furnish of great importance. 

They would heartily appreciate your co-operation in 
connection with this, as well as other matters which will 
arise from time to time. 

1. Date of formation. 

2. Division of Memberships. How many operate as : 

(a) Private Terminal Elevators. 

(b) Public Terminal Elevators. 

(c) Country Elevators. 

(d) Eastern Public Elevators. 

(e) Millers. 

(f) Commission Merchants. 

(g) Track Buyers, 
(h) Banks. 

(i) Railway Companies. 

(j) Steamship Owners and Brokers. 

(k) Grain Brokers. 

(1) Shippers and Exporters. 

<m) Non-active. 

(n) Others. 
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3. Attach as exhibits, copies of Annual Financial 
Statements and Reports from 1st of September, 1910, 
or from date of formation if organiized later than this. 

4. What was the price of membership certificates 
for the years 1910-11 to 1919-20, both inclusive? 

5. What is the present price of membership certi- 
ficates ? 

6. What have been the annual fees or assessments 
on each membership since 1910-11 ? 

7. What official records are kept of trading done 
in the Exchange pit every day — 

(a) affecting cash grain. 

(b) affecting futures. 

8. Is the futures market unrestricted or censored ? 

9. Are "privileges", "puts and calls" or "bids and 
offers" permitted in any room controlled by the Grain 
Exchange? 

10. Enclose list showing names of employees and 
salaries received. 



Yours truly, 

Secretary — Royal Grain Inquiry 

Commission. 
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Question 1. 

The present Winnipeg Grain Exchange was formed 
in September, 1908. 

This, however, would not be a sufficient answer to 
the question, because there was an eariier institution 
known as "The Winnipeg Grain and Produce Exchange". 
The facts are as follows: 

Origin of The Winnipeg Grain and Produce Exchange 

In 1883 an attempt was made to form a grain ex- 
change in Winnipeg, but the attempt failed. The grain 
industry was then in its infancy. There wei-e no eleva- 
tors at the head of the lakes, and what grain reached 
the lake-front was received into sheds there, and the 
first cargo was shipped across the lake in the barge 
Erin in 1883. 

In 1887 a second and successful attempt was made, 
and the Winnipeg Grain and Produce Exchange was 
formally opened in that year. It was incorporated in 
1891 by Act of the Manitoba Legislature. By that year 
the Canadian Pacific Railway Company had built one 
elevator at Port Arthur, and elevators A, B and C at 
Fort William. Business was small, for the wheat in- 
spections of the crop of 1886 were only 1,362,000 bushels. 

As grain production in the west developed, the 
machinery needed for handling and marketing it also 
grew, and the Exchange developed until it included 300 
members. It continued in operation until 1908, when it 
was dissolved. 



Dissolution of the Old Winnipeg Grain and Produce 
Exchange 

The wheat fields of Western Canada are a long way 
from the markets of the United Kingdom, and a long 
way from the Atlantic ports. ' In this respect they are 
at a disadvantage ^hen compared with all other wheat 
exporting areas. The financing and transporting of the 
exportable surplus from the farms to the final markets 
impose heavy tolls upon the grain, and modify the whole 
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marketing system. The freezing of the lake ports and 
the difference between lake and rail rates have alsp their 
effect upon costs, and the economic influences of all 
these factors have not always been kept in mind by the 
producers. From the beginning of wheat exporting 
from the prairies there have been complaints against 
the grain trade, and at an early stage these complaints 
resulted in action by Federal and Provincial govern- 
ments. 

In 1897 there was an investigation into the grain 
trade by a special committee of the House of Commons. 

In 1899 the Federal Government created a Royal 
Commission to investigate the marketing of grain. As 
a result the Manitoba Grain Act was passed in 1900, an 
Act which subjected the grain business to Federal con- 
trol and supervision such as is not applied to any other 
"business in Canada. This Act was administered by an 
office specially created for the purpose, that of the 
Warehouse Commissioner. 

In 1906 the Federal Government created a se<^pd 
Royal Commission on the marketing of grain. As a 
result the Manitoba Grain Act was amended, and the 
control over the grain business was made more detailed 
and more comprehensive. 

Neither of these two Royal Commissions reported 
adversely to the Winnipeg Grain and Produce Exchange. 

In 1907 the Manitoba Government prosecuted the 
grain trade in the courts for conspiracy. The com- 
plaints and charges of the producers were sifted in the 
courts and tested by the rules of evidence. The judge 
— Mr. Justice Phippen — vindicated the grain trade, and 
his verdict was confirmed by the court of appeal. 

The Winnipeg Grain and Produce Exchange held 
its charter from the Province of Manitoba. This charter 
was subject to amendment by provincial legislation, and 
in 1908 a bill amending the charter was passed. Because 
of this legislation the Winnipeg Grain and Produce Ex- 
change dissolved as an incorporated body, and there was 
organized the present Winnipeg Grain Exchange as a 
voluntary non-incorporated association. As such it was 
a self-governing institution, founded on the consent of 
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its members, based upon a mutual contract set forth in 
its constitution, and thus independent of any charter, 
and as such it has operated from 1908 till now. 

Subsequent Investigations and Legislation 

In 1909 the Manitoba Government entered the grain 
business. It bought and operated a large number of 
country elevators, thus applying the principle of public 
ownership and operation to the grain trade for the first 
time in Canada. The venture was not prosperous, and 
in 1912 the Government of Manitoba leased the elevators 
to the Grain Growers' Grain Company. 

In 1910 the Saskatchewan Government created a 
Royal Commission to investigate country elevators. The 
result in this investigation was the formation of the 
Saskatchewan Co-operative Elevator Company. The 
Saskatchewan Government did not adopt the principle 
of government ownership and operation of country 
elevators, but rather the encouragement of the principle 
of co-operation among the producers, and a similar 
policy was adopted later by the Government of Alberta. 

In 1912 the Dominion Government amended exist- 
ing grain legislation, embodied it in the Canada Grain 
Act, and created a permanent Board of Grain Commis- 
sioners to administer it. That Board immediately 
entered upon the duty of administering the Canada 
Grain Act, and it has done so ever since. That Board, 
amongst its other duties, investigates specific com- 
plaints about grain handling, matters affecting the grain 
business generally, and whatever the Minister of Trade 
and Commerce directs it to investigate. It has also built 
a line of terminal elevators from Port Arthur to Van- 
couver, and it operates these elevators, and to this 
extent has put into effect the principle of public owner- 
ship. 

In 1914 the Saskatchewan Government created a 
second Royal Commission on grain. This body investi- 
gated the handling and marketing of grain generally, 
and more particularly those phases of it that lie outside 
the Province of Saskatchewan. It presented a report 
to the Saskatchewan Government, but so far as is known 
no action has ever been taken upon that report. 
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In 1917 the Dominion Government ordered a special 
investigation into the lak i terminal elevators by Price, 
Waterhouse & Company. 

In 1917 the Dominion Government created the 
Board of Grain Supervisors, which controlled the mar- 
keting of wheat for two and a half years. 

In 1919 the Dominion Government created the Can- 
adian Wheat Board, which controlled the marketing of 
wheat for one year. 

In 1921 the Government of Saskatchewan com- 
missioned two men to report on the marketing of grain. 

In,1921 the Dominion Government created a Royal 
Inquiry Commission to investigate the handling and 
marketing of grain. 

It is a noteworthy fact that not one of the Com- 
missions, either provincial or federal, that investigated 
the grain trade reported adversely to the Winnipeg 
Grain Exchange. 

The Royal Commission of 1906 stated in its report : 
"The work of the Grain Exchange in establishing and 
systematizing a market in Winnipeg for the handling of 
the crops of the West has been a great benefit to the 
country. The restrictions placed upon its members in 
providing for the fulfilment of contracts, the establish- 
ment of a clearing house in which contracts are pro- 
tected day by day, give the banks the necessary confi- 
dence and surety in advancing money to the trade with 
which to handle the crop. This has brought the pro- 
ducer much nearer to the consumer than he at one time 
was, and no doubt is of great financial benefit to him." 
And this practically represents the findings of the 
numerous bodies that have investigated the grain trade 
since 1898. 

It is not less noteworthy that Mr. Justice Phippen, 
in his verdict in the alleged Grain Conspiracy Case in 
1907, stated : 

"As I must determine whether or no the evi- 

. dence discloses any undue restraint, I must consider 

the question at large. I must confess, after what I 

had read during the last several, years, I approached 
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the trial of this case quite prepared for disclosures 
of methods inimical to the public interests. I felt, 
too, that where the control of a great market had 
passed into the hands of a comparative few, its 
management became impressed with a •great public 
trust. While the public good impels the eradication 
from such institutions of all that works to the 
people's detriment it is equally of public interest 
that our market be neither traduced by its enemies 
nor wrecked through a misunderstanding of those 
economic conditions for the continuation of which 
it is a public necessity. At the trial counsel for the 
Crown were, therefore, given the widest latitude in 
their enquiry. The whole question was investigated 
practically without restriction. Yet with all the 
evidence before me I am forced to the opinion that 
not only was no undue restraint of trade disclosed, 
but that the very acts complained of, taken in con- 
nection with these surrounding conditions, made on 
the whole, for a more stable market at the fullest 
values and so for the public good. 

"The gravium of the whole charge hangs on 
the commission rule. Doubtless if it was abrogated 
some business would be temporarily done at less 
than one cent a bushel profit, but for how long? 
Witnesses all agreed this was the lowest profit on 
which business could live. Such a change must 
result in unsettled conditions, conditions which, 
while temporarily profitable to the wheat grower, 
would inevitably end in an erratic and unstable 
market. As conditions are now, according to all the 
evidence. Fort William prices are the highest the 
world's markets can justify, and these are the 
prices, less necessary freight rates, storage and 
carrying charges, and less one cent a bushel as the 
dealers' profits, which the farmer actually receives 
for his grain. 

"The safeguard to the grain grower, and to me 
it appears a very real and permanent one, is the 
impossibility of preventing the freest competition 
by the millers and the export purchasers. With the 
export market settled at its full value and with 
equivalent comparative local prices assured to the 
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farmer by our present system of car distribution 
and loading, it would appear in the interest rather 
than to the detriment of the grain growers of our 
country that the intermediate profits between the 
grower and "the exporter should be taken care of by 
a fixed, certain and reasonable commission rather 
than that the market should be destroyed, the legiti- 
mate dealers' credit impaired and the grain trade 
of our great Canadian west made sport for specula- 
tors." 
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Question 2. 



Classification of S a ^ 

Members : i 

o 

Country Elevators, 

Operated by line 

companies, etc. (70) 2839 

Operated by 

mills, etc. 530 

Public Terminal 

Elevators 11 ( 8) 11 

Private Terminal 

Elevators 17 (11) 19 

Eastern Public 

Elevators 6(0) 9 

Mills 15 (14) 

Maltster ( 1) 

Commission 

Merchants 26 (25) 

Cash Brokers (11) 

"Futures" Brokers __ (24) 

Wire Houses 16 (11) 

Exporters and 

Shippers 32 (29) 

Eastern Keceivers and 

Forwarders (6) 

Members of United States 

Exchanges (43) 

Vessel and Insurance 

Agents (7) 

Bankers (8) 

Non-active 

Lake Shippers and Clear- 
ing Association — (2) 
Secretary 

123 (270) 3408 



i 

I 
5 


S 




08 


95 


14 


9 


8 


" 


15 


15 


-- 


22 


19 


"2 


1 


1 


- 


35 


32 


S 


19 


13 


6 


25 


25 


_ 


18 


15 


5^ 


56 


43 


IL 


6 


6 


— 


51 


46 


__ 


10 


10 




8 


8 




15 


15 


— 


3 


3 




1 


1 





402 355 41 



Figures in brackets denote members and companies 
not otherwise listed. 

Of the above total, 95 have track buyers' licenses 
from the Board of Grain Commissioners. 
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The Members of the Exchange 

The Exchange, as stated above, is a voluntary non- 
incorporated association. There are at present 355 in- 
dividuals who are members, and who alone have voting 
power. Companies are not members, but provision is 
made for registering them, and this gives them trading, 
though not voting, privileges. These 355 men hold alto- 
gether 402 membership certiiicates, but the member who 
holds more than one certificate has only one vote. As a 
member may be engaged in more than one phase of the 
grain business, it is not easy to give an exact classifica- 
tion of them. From the point of view of the main 
business done by them, they can be classified thus : — ' 

Elevator Managers 120 

Millers and Maltsters '. 21 

Cash Grain Commission Merchants 32 

Cash Grain Brokers 13 

Futures Brokers 50 

Shippers and Exporters 81 

Vessel and Insurance Agents 10 

Bankers 8 

Officials 3 

Non-active 17 

Total 355 

The bankers, officials and non-active members do 
not trade in grain. The vessel and insurance agents 
represent the transportation companies that carry grain 
across the lakes. It is their business to charter lake ton- 
nage and provide marine insurance. It is necessary to 
everybody in the business that these agents be at hand. 
Of the remaining 317 members, 50 are primarily en- 
gaged in "futures" trading, and 267 are primarily en- 
gaged in the handling and marketing of cash grain. 
These are the elevator men, the cash grain commission 
men, the cash grain brokers, the millers and maltsters, 
and the shippers and exporters. Of the 355 members, 
50 — or not quite 15 per cent. — depend primarily for 
their business on the market for futures. 

As a market for futures trading, Winnipeg holds a 
very subordinate place in comparison with, say, Chicago, 
but owing to the quantity of wheat grown in Western 

12 
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Canada, and to the fact that most of that wheat is mar- 
keted in Winnipeg, the Winnipeg Grain Exchange is now 
the leading cash wheat market in North America. 

The Association and the Individual Member 

The three hundred and fifty-five members who have 
entered the association of the Winnipeg Grain Exchange 
have done so by buying a membership either from some 
member who was selling out or from the association it- 
self. As a rule very few memberships are purchased 
from the association, the demand being met by the sup- 
ply offered from retiring members. If a member buys a 
membership from the association he must now pay 
$7,500.00 for it, but as a rule he can buy from a retiring 
member for a smaller amount. Prices of memberships 
have varied as shown on the list. Besides buying a 
membership, an applicant must fill in certain forms, ap- 
pear before a committee and be elected by ballot at a 
meeting of the Council of the Exchange. 

In fixing the price of a membership at $7,500.00 if 
purchased from the association, the object in view is to 
secure that the member has some means on entering the 
grain business, and also to strengthen the po\ver of the 
association over the member in regard to discipline. If 
a membership can be sold for five or six thousand dollars, 
the member holding it will not be so likely to risk losing 
it as if it were worth only a few dollars, and in case he 
defaults the price may be an asset of considerable value. 

In becoming a member of the association the in- 
dividual does not submit his business to the control of 
the association. The association as such exists for cer- 
tain specified purposes, and beyond these the association 
as such does not and cannot go. The association as 
such does not own or manage any elevators or mills ; the 
association as such does not buy or sell grain, whether 
in the cash or "futures" market ; the association as such 
does not act as a broker or commission merchant, or as a 
shipper or exporter ; the association as such does not do 
any trading, and does hot engage in anything properly 
termed commercial work, or make profits or distribute 
dividends. The association does not own the building in 
which the trading is done ; it is not identical with, or to 
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be identified with, either the Traders' Building Associa- 
tion, the North West Grain Dealers' Association, the 
Winnipeg Grain and Produce Exchange Clearing Asso- 
ciation, or the Lake Shippers' Clearance Association. 
The association is in no way responsible for, and ex- 
ercises no control over, any of those four institutions. 
It is a sheer misunderstanding of the situation to sup- 
pose that the Winnipeg Grain Exchange as such in any 
way trades in grain or fixes prices to be paid for grain 
either in the market or out of it, or that it is responsible 
for the business operations of its individual members. 

There are cases where the association through its 
governing body takes cognizance of the business of the 
individual member. These are cases where there is a 
complaint against a member, or where there is a dispute 
between two members which requires arbitration, or 
where a member defaults or goes into liquidation. In 
such cases, and in such cases only, is the business of 
the member investigated, and it is investigated only in 
so far as the complaint, dispute or liquidation requires. 
Grain traders, like all other business m.en, jealously 
guard their business secrets. 

The Grain Exchange as an association has much 
less control over the business of its members than is 
exercised by the Board of Grain Commissioners for 
Canada. The Exchange has neither the authority nor 
the machinery that would enable it to investigate the 
business of its members in relation to the Canada Grain 
Act. The Board of Grain Commissioners has both the 
authority and the machinery, and the Board was cre- 
ated, and is maintained, largely for that purpose. It is 
that Board that licenses elevator managers, commission 
men and track buyers ; it is that Board that- controls 
their operations ; and it is that Board that alone can en- 
force the Canada Grain Act. It is nonsense to suppose 
that the Grain Exchange as an association pretends to 
enforce the laws of the land or the Canada Grain Act, 
or that it pretends to enforce anything except its own 
by-laws. 

It has been said that the Winnipeg Grain Exchange 
is a monopoly, though that statement is rarely made 
now. An organization that neither buys nor sells, that 
does not trade in grain at all, and that does not fix 
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prices, is nothing but a bit of machinery, and it cannot 
be made into, or regarded as, anything else. Further, any 
dozen men who desire to can create a similar machinery 
at any time and any place they please. There is one at 
Fort William, there is one at Calgary, and there are 
beginnings of exchanges at points like Moose Jaw and 
Saskatoon. To speak of the Grain Exchange as a 
monopoly is simply twaddle. 

Question 3. 

Certified copies of financial statements were filed 
with the Commission. 

Questions 4, 5, 6 

Price if purchased Market Price Annual 
Year. from Treasury (Private sales) Dues 

1910 $2,500.00 $60.00 

1911 2,500.00 60.00 

1912 5,000.00 60.00 

1912 80.00 

1913 5,000.00 80.00 

1914 5,000.00 80.00 

1915 5,000.00 80.00 

Special assessment 5.00 

1916 5,000.00 80.00 

1917 5,000.00 $3,750.00 80.00 

1918 5,000.00 3,050.00) 80.00 

3,400.00) 

1919 7,500.00 4,800.00) 80.00 

5,500.00) 

1920 7,500.00 5,500.00) 80.00 

7,400.00) 

1921 7,500.00 5,950.00) 80.00 

6,000.00) 



Cost of Operating and Maintaining the Exchange. 

The annual dues paid by the members to the Ex- 
change are $80.00, and this is the main source of 
revenue for the association. A certain amount of 
revenue is necessary to operate the Exchange as an 
association. This arises from the nature of the func- 
tions performed by the Exchange. 
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The Functions of the Exchange. 

The functions of the Grain Exchange as an associa- 
tion are as follows : 

1. It provides a market place. 

2. It provides market information. 

3. It provides a system of arbitration. 

4. It fixes minimum commission rates. 

5. It regulates forms of contracts for future 
trading. 

6. It makes and enforces a set of by-laws, rules 
and regulations required by the first five func- 
tions. 

A Market Place 

The Grain Exchange as an association rents a large 
room from the Traders' Building Association, instals 
proper equipment, and thus provides its members with 
a place in which they can do business. 

The idea of a market place is not peculiar to the 
grain trade. Municipal authorities or trade organiza- 
tions have provided- market places for dairy produce, 
market gardening' produce, livestock, etc., and the idea 
underlying all of these is the economic necessity of hav- 
ing a recognized place in which those may congregate 
and transact business who are desirous of so doing. 

Sample Trading. 

For many years sample trading was not permitted 
in Western Canada; now it is. During the war, how- 
ever, sample trading became impossible. It became im- 
possible because Great Britain, the United States and 
Canada agreed, in 1917, upon a uniform price for each 
grade during the crop year, and this system lasted for 
two years. For this reason sample trading was stopped 
in all the markets of the United States during those 
years, and for this reason sample trading was not possi- 
ble during the existence of the Board of Grain Super- 
visors. 

Again, sample trading was impossible under the 
Wheat Board, although the price was not uniform, as 
the Wheat Board meant practically only one buyer and 
one seller of wheat, namely, the Wheat ^oard itself. 
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There was no reason either in legislation or in ad- 
ministration why sample trading should not have de- 
veloped during the present year, but there were condi- 
tions that made sample trading impossible. Sample 
marketing at Winnipeg encountered an insuperable ob- 
stacle in the existence of abnormal premiums for "spot" 
grain at the head of the lakes. Shippers would not 
pay for holding a car of wheat at Winnipeg 
with the hope of getting from one to three cents a 
bushel over the grade price while risking a premium of 
say twenty cents for "spot" wheat at Fort William, and 
many farmers held their wheat in terminal elevators. 
And sample trading at Winnipeg is, and will be, handi- 
capped so long as a shipper must pay the railway com- 
pany for holding the car over at Winnipeg. 

The Grain Exchange has provided for sample trad- 
ing, and has done so at considerable expense, but so far, 
and under the premium conditions, sample trading has 
been practically impossible. 

Market Information. 

The Grain Exchange as an association collects and 
makes available to its members such information as is 
needed in order that the business may be transacted 
efficiently. For example, it collects statistics showing 
the movement of grain, the receipts at points of special 
importance, the visible supply, inspections, crop esti- 
mates, etc. It arranges with other grain exchanges for 
an interchange of prices. It does this by providing tele- 
graphic communication with other exchanges, by post- 
ing the quotations of other exchanges as they are re- 
ceived moment by moment, and by wiring the Winnipeg 
prices continuously to such other exchanges. It re- 
cords the prices, and it makes all such information 
available to the public through the press. 

Arbitration. 

The Grain Exchange as an association provides 
machinery for dealing with disputes between its mem- 
bers'. Such disputes, as a rule, arise from differences 
in interpreting contracts, are of considerable importance 
to the parties involved, and if taken into court might 
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lead to delay, inconvenience and expense. Through the 
arbitration machinery of the Exchange such disputes 
are adjusted, and adjusted quickly, cheaply and amic- 
ably. 

Uniform Commission Rates and Brokerage Fees. 

The Grain Exchange as an association fixes the 
minimum rates which all members must charge for the 
transactions of business for non-members or fellow- 
members. 

The rates so fixed are low cornpared with those 
fixed in other grain markets in North America, and they 
are low in view of present day costs of operation. The 
most important of these rates are those charged the 
producer for handling consignments, and these have not 
been increased in Winnipeg, though they have been in 
almost every other market. If there is any objection to 
these rates, it is that they are too low. 

They do not affect either the production or the price 
of the grain. As price factors these uniform rates are 
negligible, and it is an advantage to the producer to 
know in advance just what the charges are, and that 
they are certain, definite and uniform. 

By fixing uniform rates the Exchange eliminates 
competition so far as the charge for services is con- 
cerned and emphasizes the quality of the service. What 
customers want in their agent is, efficiency, skill, se- 
curity and integrity. By ehminating the question of the 
price of the service, and placing the emphasis on the 
quality of the service as the prominent factor for at- 
tracting business, these by-laws promote higher stand- 
ards of business conduct and sounder principles of trade. 
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Summary of Commission and Brokerage Rates on the 
Winnipeg Grain Exchange. (By-law 19). 

Wheat Oats Barley Flax Rye 

(Per Bushel) 



Cash Grain. 

I Non-members Ic f 
Commission 



c Ic Ic Ic 

Members ^c fc ic ^c ^ 



Brokerage 



l/16c 1/16C l/16c 1/16C 1/16C 



Buying, TNon-members Ic Ic Ic Ic Ic 

Selling, and-j 

Shipping [Members ic ic ic ic ic 



Futures. 



Commission 



/ Non-members ic ^c ic ic ic 
iMembers ic -Jc ic ic ic 

Per 1000 bu. 25c 25c 25c 50c 25c 



Brokerage 



When trades 
taken over 
by principal 
^sameday 35c 35c 35c 60c 35c 



Clearing 



Closed with- „ ^ ,^^ 

in 6 days l/16c l/16c l/16c l/16c l/16c 



Not closed 
within 6 

I days 



ic 



ic 



19 



Kansas City 

Nonmembers (per Bus.) 
Members 


Duluth 

Nonmembers (per Bus.) 
Members (i of above) 


Minneapolis 

Nonmembers (per Bus.) 
Members (i of above 
unless otherwise 
specified) 


Chicago 

Nonmembers (per Bus.) 
Members (f of above) 


Winnipeg 

Nonmembers (per Bus.) 
Members 






iH» l-i 






(-' 


Percentage 
of gross 
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Forms of Contracts. 

The Canada Grain Act prescribes forms of contracts 
that must be used by country elevator operators, com- 
mission men, track buyers, and public terminal elevators. 
These forms are cash grain tickets, storage receipts, 
account sales, track buyer's purchase note, and ware- 
house receipts. 

The Grain Exchange as an association regulates the 
■contracts used in trading in futures. These regulations 
deal with the grades deliverable on such contracts, the 
place of delivery, the conditions under which warehouse 
receipts will be acceptable on delivery, the depositing of 
security, and the procedure in cases of failure to deliver. 

By-laws, Rules and Regulations. 

The Grain Exchange as an association has formu- 
lated a set of by-laws, rules and regulations. These 
cover a wide field^admission of members, registration 
of companies, transfer of certificates, representatives' 
tickets, liens on memberships, annual dues of members, 
censure, suspension or expulsion of members, the duties 
of officers and of the council, meetings of council, meet- 
ings of the whole association, withdrawal and cancella- 
tion of certificates, visitors, associate members, amend- 
ments to the constitution and by-laws, arbitrations, fu- 
ture delivery contracts, rates of commission, definition 
of trade terms, country agents, "regular" elevators, etc. 

The Exchange needs by-laws, rules and regulations 
which all its members must follow if it is to maintain 
uniform standards of business. Its power to enact by- 
laws arises from the mutual contract of the members, as 
represented in and defined by the constitution. It is a 
self-governing body, and it enacts by-laws, rules and 
regulations which are within the authority of the con- 
stitution, which are net contrary to any fixed rule or 
principle of law, and which are necessary for the furth- 
erance of its objects. 

These functions cannot be performed without ex- 
pense. Rent must be paid for the trading room and for 
the offices of the executive ; price quotations from other 
markets and telegraphic services must be paid for; 
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equipment must be purchased and kept in good shape ; 
and the operating, recording and clerical staffs must be 
paid. 

During recent years these costs have increased, and 
during recent years also there have been imposed upon 
the Winnipeg Grain Exchange very heavy costs., for 
legal services and travelling expenses by the almost 
continuous amending, every session, of the Canada 
Grain Act, by the various taxation schemes of the fed- 
eral, provincial and city authorities, by proposed in- 
creases in telegraph and railway rates which involved 
hearings by the Board of Railway Commissioners, and 
by such other matters as proposed changes in the lake 
bill of lading. 

Question 7. 

(a) Affecting Cash Grain. 

1. A record of daily cash closing prices. 

2. A daily record of closing prices to the De- 
partment of Trade and Commerce, Ottawa. 

3. A daily report by brokers of cash sales of 
wheat. 

4. A daily report by brokers of cash sales of 
coarse grains. 

5. Office records of cash grain. 

(b) Affecting Futures. 

A running record of "futures" quotations. 

(This record is made in the desk by the Pit.) 
Specimen copies of these records were filed with 
the Commission. 

Question 8. 

As I understand the terms of this question, the 
market for futures on the Winnipeg Grain Exchange is 
unrestricted, and is not censored. 

It is possible, however, that I may not understand 
the terms of the question, arid that being so I desire to 
add the following statement: 
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The method of future trading now used in grain 
exchanges was first put into operation about the time of 
the Civil War in the United States. Throughout the 
centuries prior till then, grain was marketed with a view 
not only to present, but also to future needs, and doubt- 
less if the present method of future trading were 
abolished, grain would still be marketed in ways that 
would make provision for future necessities. 

Primitive communities live from day to day, but 
developed and more particularly highly industrialized 
societies must make provision for the future. Countries 
like Great Britain that are dependent upon large sup- 
plies of imported wheat must take long views, and must 
so purchase that they will not only have sufficient stocks 
on hand for present necessities, but also have provided 
supplies for months ahead. And even countries which 
are not dependent upon imported wheat, but have sur- 
pluses to export, must in some way or other provide not 
merely for day to day consumption, but for the needs of 
their people for weeks and months ahead. 

Before the present method of future trading was 
established, these fundamental needs were met by cash 
purchases in one form or another. With the development 
of international trading in grain in large volume, with 
the development of large industrial cities, and with the 
development of modern financial methods, it was found 
that the earlier methods of providing future supplies of 
food were neither efficient nor economical, and for that 
reason amongst other changes introduced into the mar- 
keting of grain that of future trading in its present 
form made its appearance. 

The handling of wheat in bulk, the storing and 
transporting of it according to ^rade, the building of 
large terminal warehouses, the introduction of storage 
receipts, and especially of registered terminal ware- 
house receipts representing large quantities of grain of 
the same grade, made it easy to apply the method of 
future trading to grain! 

Owing to the immense volume of grain marketed, 
and to the fact that practically all of the business is 
done on credit, banks have a primary interest in the 
system of marketing. Not many grain merchants or 
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companies have sufficient capital of their own with 
which to do a large volume of business. All of them 
borrow large sums of money from the banks, or have 
large lines of credit, to enable them to do business. It 
is not generally realized that from the moment the 
farmer sells his wagon-load of wheat, or gets an advance 
upon it, the wheat is virtually owned by the banks. In- 
deed, one might go further and say that from the mo- 
ment the farmer parts with his wheat at the local ship- 
ping point, the banks become the owners of it, and the 
banks remain the owners of it until it is eaten as bread 
by the consumers. Elevator companies, track buyers, 
commission merchants, shippers, exporters, mills and 
bakers are financed by banks, and in their relation to 
the grain they are not much more than the agents of 
the banks that finance them. 

When a grain company secures a line of credit from 
. a bank, naturally it must give security, and the most 
important part of the security is the grain itself. And 
the grain is good security particularly for this reason, 
that it can be sold for future delivery, and the value of 
its security thereby actually determined. 

A line elevator company buys, say, 50,000 bushels 
of wheat per day from harvest to the close of navigation, 
and pays the farmers with money borrowed from the 
banks. The company as it buys sells for future delivery 
an equivalent quantity, and the price at which it sells is. 
the lowest price which it need accept. Whatever fluc- 
tuations may take place in the price of wheat, the com- 
pany is insured against. 

The bank knows how the company stands from 
day to day, knows — or can know — how much wheat the 
company is buying, and knows what price the company 
can get for it, 

Again, the bank can, at any time it pleases, sell the 
grain it holds as security. The market for futures is 
a continuous market, and at any time between the open- 
ing and the closing wheat can be bought or sold. Not 
only is grain paper good security because of the market 
for future trading, it is a security which for the same 
reason can be liquidated more quickly than any other 
form of security known. 
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The total amount of capital required for moving the 
grain crop of Western Canada is smaller because of this 
method of trading, and it is possible for an individual or 
a company to be financed by a bank with much less col- 
lateral than would otherwise be required. If this 
method of future trading were not available, only such 
firms could engage in the grain business as could com- 
mand large amounts of liquid capital or sufficient col- 
lateral to satisfy the banks. The result would inevitably 
be the elimination of numbers of traders, and the con- 
centration of the grain business in the hands of a small 
number of wealthy corporations. Further, owing to the 
quality of the security, the rate of interest tends to be 
lower. This method of future trading, therefore, en- 
ables the grain business to be done at a less total 
capital, saves it from falling into the hands of a small 
number of wealthy corporations, tends to lower the rate 
of interest, and not merely increases competition, but 
reduces the total cost. 

Nor are these the only results of future trading. 
Grain is a commodity which is inevitably subject to fre- 
quent fluctuations in prices. The Canadian wheat crop 
is all reaped within a few weeks, but it is consumed over 
a period of twelve months, and in several countries. 
Many, if not most, of the producers must sell soon after 
they reap in order to meet their obligations, but trans- 
portation companies cannot move all the grain to market 
immediately, and consumers cannot eat it immediately, 
and will not purchase it immediately. Much of the 
Canadian wheat crop remains on the farms or in country 
or terminal elevators for weeks and months after har- 
vest, and during those months other countries are pro- 
ducing wheat, and shipping their surpluses to the 
world's markets in competition with Canadian wheat. 

This risk of fluctuations in prices throughout the 
year is well provided for by the method of trading for 
future delivery. As a country elevator company buys 
from day to day, it can sell for future delivery, and thus 
transfer the risk of price fluctuations from the producers 
and from the elevator company, and by so doing the 
company can pay a better price to the producer. The 
risk of price fluctuations must be carried by somebody. 
The buyer will not carry it, and if he cannot hedge 
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against it the producer must carry it by taking a lower 
price. 

In the same way exporters can protect themselves 
by this method, millers do the same, and importers in 
other countries do the same. It is because all these re- 
sults are made possible by the method of trading for 
future delivery that there is probably no commodity in 
the world that is marketed at a lower cost than wheat. 

In brief, trading for future delivery is: 

(1) an advantage to banks in the financing of 
grain, because it 

(a) increases the security of the loan, 

(b) increases the liquidity of the security, 

(c) tends to lower the rate of interest, 

(d) enables the grain to be financed with 
less capital. 

(2) an advantage to dealers in cash grain, whether 
elevator companies, exporters or millers, be- 

« cause it 

(a) enables them to insure against the risk 
of price fluctuations. 

(b) and enables them to trade at a less 
cost, with greater security, and on a 
smaller .percentage of profit. 

(3) an advantage to the producer because it 

(a) frees him from the risk of price 
fluctuations which he would otherwise 
carry, 

(b) secures him more competition, 

(c) and so reduces the tolls or charges 
upon his grain that it is marketed at 
less cost than other farm products 
which cannot be sold for future de- 
livery. 

(4) the most economical method yet devised for 
providing for future food supplies. 

It is sometimes said that if trading in futures were 
limited to producers, elevator companies, millers and ex- 
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porters, there would be little or no objection to it, but 
that it is not so restricted ; that there are parties buying 
and selling for future delivery who have no grain to sell, 
who do not wish to accept delivery of grain, who do not 
handle the physical grain at all either as sellers or buy- 
ers, and whose influence in the market is injurious. 

And it is true that there are others who trade in 
futures. There are firms that buy and sell who are 
neither elevator operators, millers, nor exporters, and 
there are amongst the general public numbers of people 
who trade in futures through brokers. 

It is held by some that each individual order to 
buy or sell should be censored with the view of ascer- 
taining its origin and character, and of preventing the 
execution of it if it comes from other than what we may 
call the handlers of the physical grain. 

It is also held by some that in addition to or apart 
altogether from the censoring of the individual orders, 
there should be some prohibition by the Exchange, or 
by law, of trading by parties other than the handlers 
of the physical grain, and the prohibition moi^ particu- 
larly of what is called "short selling". 

Censoring of individual orders is impracticable. 
Orders come from elevator operators, millers and ex- 
porters ; they come from farmers ; they come from Mon- 
treal, from New York, from Chicago, from Kansas City, 
from Minneapolis; and they come from overseas. As 
these orders come in they must, as a rule, be executed 
instantaneously, and any delay such as would be re- 
quired by censoring might result in a loss to the person 
giving the order. And besides that, such censoring 
would not necessarily give the knowledge sought. If an 
order comes from Liverpool to buy or sell 100,000 
bushels of May wheat, a censoring board in Winnipeg 
could not ascertain from the order anything about it, 
other than the ordei- itself. The censoring of trades is 
not only impracticable, but useless. 

So far as prohibition of short selling is concerned, 
and so far as restrictions of future trading to certain 
classes is concerned, this also is impracticable for a grain 
exchange in itself, for the simple reason that the grain 
exchange has no authority to attempt to prohibit in- 
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dividuals from buying and selling futures, and no au- 
thority to prohibit its members from accepting orders 
to buy or sell, from all but a few specified classes. Not 
only has it no right to do this, it has no means by which 
it could enforce such prohibitions or administer such re- 
strictions with efficiency. 

And a market for futures that was restricted to the 
physical handlers of wheat would not be a satisfactory 
market. The sellers would be farmers and elevator 
men, and the buyers would be millers and exporters. It 
would rarely happen that the amount offered for sale 
would be equivalent to the amount required by the mill- 
ers and exporters. Between harvesting and the close of 
navigation the quantity of wheat offered for sale would 
far exceed the demands of millers and exporters, and if 
there were no other buyers present the effect upon the 
price would be serious. Country elevator operators 
could not hedge their wheat, and the problem of carry- 
ing the surplus until the millers and exporters were pre- 
pared to purchase it would be difficult to solve. 

It is just here that the professional speculators 
render a most important economic service in the mar- 
keting of grain. They are prepared to buy in competi- 
tion with millers and exporters, and they are prepared 
to carry the surplus which the millers and exporters will 
not take. If the hedging of cash purchases is an eco- 
nomic advantage to banks, to producers, to elevator oper- 
ators, to millers and to exporters, it is a service which 
requires that there be permitted to trade in futures 
others besides the so-called handlers of the physical 
grain. 

The reduction of the market to the handlers of the 
physical grain would mean, in my opinion, the reduction 
of trading in wheat to a cash basis. It would be a re- 
trograde step; it would mean a return to the methods 
that were discarded upon this continent years ago — 
methods still prevalent iii more backward countries, and 
methods that would impose a serious burden upon our 
financial resources, and a serious burden upon producers 
of grain. 

A general prohibition by law of what is called 
"short selling" would also, in my opinion, be injurious. 
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The argument that short selling increases the amount 
of grain offered for sale, and thereby depresses the price, 
ignores entirely the fact that where there is a short sale 
there must, also be a purchase, and it ignores the fact 
"that every short seller must before long become a buyer. 
Short selling, of itself, cannot depress the price of wheat 
if the natural cause of higher prices exists, that is to 
say, if the supply is less than the demand. The short 
seller anticipates the course of prices, and if his judg- 
ment is wrong, the price of wheat will rise, and he — 
and he alone — will suffer. In addition, the general pro- 
hibition of short selling would' make it difficult for Can- 
adian exporting houses to sell any of the new crop until 
it was threshed and offered for sale. It would thus 
handicap Canada in exporting its surplus, for those 
countries that depend upon imported wheat will purchase 
for future delivery somewhere, and if they cannot pur- 
chase from Canada, Canada will suffer rather than they. 

It appears to me that there is no half-way house 
between a free and unrestricted market for futures and 
the abolition of future trading altogether. 

It must be admitted that the operation of the 
market for futures makes it possible for individuals who 
are financially weak to speculate in grain, and it must 
also be admitted that there is no defense of an individual 
— maid-servant, teacher, bank clerk or parson — ^taking a 
"flier" in the market. Individuals outside the grain 
business who are not conversant with it should not 
dabble in futures. Up till now, however, there has not 
been found any practicable way of excluding them that 
would not work injury to the much larger classes who 
are benefitted by this method of marketing. Possibly 
education and a more enlightened public opinion are the 
only methods by which the public can be taught to be 
more conservative in the use of their savings. Speculat- 
ing in grain is not the only way by which individuals 
lose money. Speculation in oil, speculation in stocks, and 
speculation in real estate are examples. And these are 
not the only examples. The number of people who enter 
business for themselves is very much larger than the 
number who succeed, and the history of business in 
every department is a history of failure for the ma- 
jority, and success for but a few. It is difficult to see 
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how all this can be prevented by law without interfering 
with that freedom of judgment and action to a degree 
that would mean an intolerable tyranny. 

One of the criticisms of the present grain marketing 
system is that by means of it the price of wheat is kept 
low while the farmer has wheat to sell, while as soon as 
the farmer has parted with his wheat the price is put to 
a higher figure. 

This is a question of fact and admits of a definite 
answer. There are records in the Grain Exchange of 
the price of wheat from the year 1908 to the present 
time. These records can be examined, and the course 
of prices within each year can be followed from day to 
day from the year 1908 till now. 

The accompanying charts show the real facts of the 
case. 
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The first chart (No. 1) shows the course of prices 
during the year 1908-9, from the beginning of Septem- 
ber to the end of August. The solid lines show the cash 
prices of wheat at Fort William, and the dotted lines 
show the price for May delivery. In the year 
1908-9 the price of wheat, beginning at about a dollar, 
remained near that figure till January. It began to rise 
in February, it rose further in April, and it reached its 
high point in June. In that year, therefore, the price 
was low while the farmer was selling, and it would ap- 
pear as though in that year the criticism was well 
founded. But that was the year of the famous "Patten 
Corner" in wheat at Chicago. There had been very 
heavy exports in the fall of 1908, and there was a short- 
age of wheat in the United States. The government 
crop report for May, 1908, forecasted about 200,000,000 
bushels below the average. This shortage in the 
crop, and the very heavy purchasing by Patten, raised 
the price of wheat at Chicago. This is shown in the 
next chart of 190.8-9 (No. lA) . 

Chart No. 1 
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The fact about that year is that the price of wheat 
at Fort William did rise after the close of navigation 
because of these two abnormal circumstances, and it is a 
clear case of the exception proving the rule. 



Chart No. lA 
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Chart No. 2 shows the course of prices in 1909-10. 
It will be noted that while there is a slight in- 
crease in December and in January, there was a 
marked decrease in May and June. In November the 
price was $1.00^, in January $1.05i, and in May 
$1.00^. Holding wheat that year would not have paid 
the farmer. 
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Chart No. 3 shows the prices in 1910-11. 
The high point for that year was in September — $1.06^ 
— and the farmer who held his wheat lost. 



Chart No. 3 
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Chart No. 4 shows the prices in 1911-12. 
The high point in September was $1.03^, in November 
$1.00, in April $1.05, and in June $1.09i. That year it 
would not have paid the farmer to have, held his, crop. 

Practically the same is shown in the next chart 
(No. 5) for the year 1912-13. 
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Chart No. 5 
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Chart No. 6 shows the prices in 1913-14. 
The low point was in October — 78 cents. It will be ob- 
served, however, that unless the farmer had held till the 
month of August he would not have gained during that 
year. And had all farmers held till August the price 
would not have risen during that month to $1.16|. 
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Chart No. 7 shows the effects of the de- 
<;laration of war in 1914. During that year it would 
have paid every farmer in the west to have held his 
wheat until the month of February, and to have sold 
between February and May. It would not have paid him 
to have held till June. But the war years are all ab- 
normal. 



Chart No. 7 
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Chart No. 8, 1915-16, shows that it would 
have paid the farmer to have held till January, to 
have sold at the end of January or the beginning of 
Februa^ry, or to have held till August. 
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Chart No. 9 shows prices for the year 1916-17. 
This shows the effect of the so-called corner 
by the Allied Governments which put the price of 
wheat in the month of May to $3.00, and which closed 
the Winnipeg Grain Exchange and all other exchanges 
on the North American continent. Because of that the 
Winnipeg Grain Exchange was closed, and from the year 
1918 on, wheat was marketed by government bodies — 
the Board of Grain Supervisors for two years, and the 
Canadian Wheat Board for one year. 

Chart No. 9 
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Chart No. 10 shows the prices for 1920-21. 
The highest points were in September and October — the 
months when the farmer has the wheat to sell. 
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Chart No. U 
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This chart shows : 

1. The price of One Manitoba Northern Wheat in 
store Fort William during the year 1919-20 as 
paid to producers by the Canadian Wheat 
Board. This price is shown by the thick black 
line. It includes the initial payment of $2.15 
per bushel and the payments on the participa- 
tion certificates, interim and final, and gives as 
a total price $2.63 per bushel in store Fort 
William paid to the farmer. 

2. The price paid by millers for One Manitoba 
Northern Wheat in store Fort William. This 
is shown by the black line. This price was $2.30 
from September until almost the end of De- 
cember, then it was increased to $2.80, and re- 
mained at that figure until May, when it was 
increased to $3.15. 

3. The price of One Dark Northern Wheat at Min- 
neapolis. 
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It will be recalled that the wheat policy of the 
United States during that year was : 

(a) A minimum price guaranteed by the United 
States Government on the basis of $2.25 per 
bushel Chicago. 

(b) Open markets for domestic trading with no 
maximum price set. 

The chart shows that the price in Minneapohs began 
at about $2.45, and remained there for a few days in 
September, then the price increased until it reached the 
high point of $3.50 in January. 

The Winnipeg Grain Exchange had been opened for 
a week before the creation of the Canadian Wheat 
Board, and the price of One Northern Wheat at Winni- 
peg had reached $2.45, practically the Minneapolis level 
at the same date in September. 

It will be noticed that it was not until August of 
1920 that the Minneapolis price dropped as low as $2.30, 
and it will also be noticed that the prices in Minneapolis 
were above $2.63 for almost the whole year. 

The grades are: For Canada, One Manitoba 
Northern, for Minneapolis, One Dark Northern, and 
the figures show actual cash closing prices in Minne- 
apolis. The currency is American on the one side, and 
Canadian on the other, and if allowance were made for 
this the divergence between the prices in the two mar- 
kets would be still greater. 

The $2.63 given as the price of Canadian wheat 
basis in store Fort William includes profits on flour 
transactions by the Canadian Wheat Board, as the 
Wheat Board bought and sold the exported flour during 
last year. 

The fact is, therefore, that during the period 1908 
to 1921 it is not true that it would have paid the farmer 
to have held his wheat, except in those years when there 
was a corner in wheat or a declaration of war. In every 
year in which conditions were normal the farmer who 
sold after threshing was the gainer as compared with 
the farmer who held for months. 

In examining these charts it should also be noticed 
that the dotted lines show the price of wheat for May 
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delivery, and the solid lines, the price of spot wheat at 
Fort William. The price of the future should be higher 
by the amount of the carrying charges, and was higher 
in each of those years. Consequently, buyers of wheat 
at country points from December on who based the 
price of street wheat on the May hedge rather than on 
the spot price Fort William were giving the advantage to 
the producer, as of course they should do. But during 
the present year the price for May delivery for the first 
time has been uniformly below the spot price at Fort 
William. Putting it in another way, the premiums for 
spot wheat this year have been abnormal, and country 
buyers who could not be sure that' the premiums would 
be in existence when they shipped the grain from coun- 
try points to Fort William, and who therefore bought on 
the basis of the May hedge, are faced with the criticism 
on the part of the producer that the spreads between 
spot and street wheat this year have been abnormal and 
unfair. 

It is a matter of fact, as shown on these charts, 
that in normal years the May future was higher than the 
spot price. This year it has been lower than the spot 
price, and this has had its effect upon the spread be- 
tween street and spot prices in the country. 

It is also a matter of fact that the cause has been 
this, that owing to the financial situation, and owing to 
the difficulties of readjustment in the commercial world, 
millers in Western Canada and in the United States, and 
European buyers of our wheat, would not buy wheat for 
a distant month, but preferred paying premiums for 
wheat for immediate delivery or for delivery within a 
very short time. 

The fallacy of the argument that when the farmer 
has wheat to sell the price is low, and that after he has 
sold his wheat the price is high, is shown in the follow- 
ing table: 
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Range of Prices at Winnipeg for One Northern Wheat 




in October and May— 1908 to 1914. 






October 




May 






High 


Low 


Av'ge 


High Low 


Av'ge 




c 


c 


c 


c c 


c 


1908 


100.00 


96.18 


98.09 1909 


128.38 120.88 


114.63 


1909 


99.75 


94.50 


97.12 1910 


100.25 86.50 


93.37 


1910 


100.25 


91.75 


96.00 1911 


96.25 93.50 


94.87 


1911 


102.00 


97.50 


99.75 1912 


104.75 102.75 


103:75 


1912 


94.00 


88.00 


91.00 1913 


95.00 91.38 


93.18 


1913 


82.62 


78.00 


80.31 1914 


96.62 90.38 


93.5a 


Pre 


-war period — 








six 


years 




93.71 




98.88 



The comparis,on is between the cash closing price 
Fort William in the month of October as compared with 
the month of May, from 1908 to 1914, inclusive. 

It would have paid the farmer to have held his 
wheat in 1908, as there was a difference between the 
average October price and the average May price of 
16.54c a bushel. 

There were two reasons for the increase in the 
price for that year, one was the shortage of wheat in 
the United States, and the other was the influence of 
the "Patten corner." 

In 1909 and in 1910 the average price in October 
was more than the average price in May. The farmer 
would have lost the difference, and also the carrying 
charges on his wheat, had he held it those two years. 

In 1911 and in 1912 the average in October was a 
little lower than in May. Had the farmer held his 
wheat those years, the additional price that he would 
have gained in May would not have paid the carrying 
charges on his wheat. 

In 1914 the average in the month of May was 13.19c 
more than in the previous October. 

Taking the whole of the six years, the average 
October price was. 93.71c, and the average May price 
98.88c, a difference of 5.17c a bushel, which would not 
have paid carrying charges on the wlieat. 
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Question 9 

On October 15, 1909, the following rule was adopted 
by the Exchange : 

"This Exchange does not in any manner 
whatever recognize the form of trading com- 
monly known as 'puts' arid 'calls.' " 

This rule is still in effect, and in accordance with 
it the Winnipeg Grain Exchange as an exchange does 
not recognize trading in "privileges," "puts and calls,'-^ 
or "bids and offers." 

It does not have forms of contracts for such trad- 
ing, it does not fix fees for such trading, it does not pro- 
tect contracts for such trading- in any way, and it does 
not permit the use of its operating or .recording machin- 
ery for such trading. 

While this is so, the Winnipeg Grain Exchange can- 
not prohibit members from trading in "puts and calls" 
should they choose to do so on their own responsibility, 
as shown by the advice of Mr. I. Pitblado, counsel for 
the Exchange, viz. : 

September 13, 1910. 

"Sometime ago a committee of your asso- 
ciation took up with me the question as to 
whether 'Puts and Calls' were illegal, and I have 
had the matter under consideration for some 
time, and have carefully considered the various 
authorities in connection therewith. Puts and 
Calls, as I understand it, come within the gen- 
eral category of option agreements for futures. 
It has been frequently considered by the Courts 
as to whether future agreements were in them- 
selves legal or illegal. It has been stated that 
'one of the commonest forms of disguised 
gambling in modern life is a contract for pur- 
chase or sale of property in the future without 
the intention on the part of either party to 
deliver or receive such property, the mutual 
intention being to settle the contract at the 
period of maturity thereof by paying and re- 
ceiving the difference between the market price 
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and the purchase price of the property bar- 
gained for'. It must be clearly noticed that a 
contract for future delivery is only illegal in 
case at the inception of the contract it is the in- 
tention of both parties thereto not to deliver 
the commodity bargained for, but to settle dif- 
ferences only. If, on the other hand, the 
parties to a contract for future delivery bona 
fide intend that the goods are to be delivered 
by the seller and the price to be paid by the 
buyer even although the seller at the time of 
the contract has not the goods and has no 
means of getting them except by going upon 
the market and buying them before the day of 
delivery, the mere form of the contract is of 
little consequence. The principle of law has 
been well stated as follows: 'If, however, un- 
der the guise of a contract of sale the real in- 
tent of both parties is merely to speculate in 
the rise or fall of prices, and the property is 
not to be delivered, but at the time fixed for 
delivery^ one party is to pay to the other the 
difference between the contract price and the 
market price, the whole transaction is a wager 
and illegal. If this unlawful intent is enter- 
tained by only one party, not illegal, the true 
test is whether it could be settled only in money 
and in no other way, or whether the party sell- 
ing could tender and compel the acceptance of 
the particular commodity sold, or the party- 
buying could compel the delivery of the com- 
modity purchased. The mere form of the 
transaction is of little consequence.' 

"Now, with regard to option agreements 
for futures, there is in my opinion no 'inherent 
vice' in an option contract to buy or sell prop- 
erty at a future date, provided the parties 
entered into the contract in good faith, and not 
with the intention of merely settling differences 
in case the option should be taken up. It de- 
pends upon the intention of the parties to each 
particular contract. 

"In this connection it will be noted that 
Puts and Calls readily lend themselves to being 
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merely disguises for wagering contracts. On 
this account all such option agreements have 
been made illegal by Statute in a number of 
the States to the south. Such a statute exists in 
the State of Illinois. Subsequent to the pass- 
ing of the Illinois Statute a new form of con- 
tract called 'Ups and Downs' or 'Indemnities' 
was devised to take the place of the old 'Puts 
and Calls'. In the case of Nash-Wright Com- 
pany vs. Wright recently tried in Chicago it has 
been held by the Court of Appeal of the First 
District Illinois that such 'Ups and Downs' or 
'Indemnities' come within, the prohibition of the 
Statute, and are also themselves illegal, I have 
read carefully a copy of the decision in this 
case, but find nothing in it that really affects 
the question of 'Puts and Calls,' such latter 
being without doubt illegal under the Illinois 
Statute, the only question in this recent case 
being whether the new form of contract that 
had been devised was outside the Statute or 
not. There is no such Statute in force in Mani- 
toba as has been passed in Illinois." 

It is well known that some of the members trade 
in "puts and calls" in the smoking room of the Ex- 
change. 



Question 10. 




Secretary. 




Assistant Secretary. 




Accountant 




Stenographers 


(2) 


Clerks 


(2) 


Market Recorders 


(3) 


Telegraph Operators 


(3) 


Telephone Boys 


(2) 


Doorkeeper 




Porters 


(2) 



Staff of 18— TotarSalaries, $27,786.60 per annum. 
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